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1. Introduction to LFN's Business 

LFN (Laser Follicle Neutralization) Inc. will build the most advanced permanent hair 
removal system in the market - SmartLyte™. The LFN system is an innovative way to use 
conventional laser hair removal systems to achieve a faster, safer, and cheaper method for people 
seeking a permanent solution to unwanted body hair. Using computer vision systems, artificial 
intelligence (AI), and robotics, LFN's systems automatically seek hair follicles in a high-speed 
fashion. For example, a woman using other laser or electrolysis methods could spend up to 12 
often-painful hours removing the hair of her legs, and would spend up to three thousand dollars 
in the way. On the other hand, SmartLyte™ offers modern women who often neither have the 
time to lose, nor wish to spend too much money, a solution of three hours and $300 to the same 
problem. LFN has the management, resources, and technology to become the premier hair- 
removal solution provider in the market. 

SmartLyte™ will compete with other hair removal systems through a combination of 
pricing, quality, speed, safety, and convenience. 



Competitors' Methods Disadvantages When Compared to 
SmartLyte™ 

-Non-Permanent " 

Necessary at least once a week 
Time-Consum 



Non-Permanent 
Necessary at least 

• Necessary at least once a month 

_ « hx tremely Time-Consuming 

• Extremely Time-Consuming 




2. Product 



StnartLyte™ can detect multiple hair follicles simultaneously. Using computer vision 
technology, a robotic arm will scan the targeted regions of the body to identify individual hair 
follicles. The process of intelligent scanning substantially expedites the follicle neutralization 
procedure when compared to other available permanent hair removal technologies. The scanning 
module will be able to identify the exact location of every follicle and then neutralize it with the 
laser beam. 

SmartLyte™ will have a "broad spectrum" laser that enables customization according to 
the area of the body being treated, the thickness and color of the hair, and the skin color. 
SmariLyte™ uses an Alexandrite laser, which is able to penetrate the hair follicle deeper than the 
customarily used ruby laser, thus allowing greater destruction of the follicle. The laser 
wavelengths penetrate deeply enough and with sufficient energy to be absorbed in the hair 
follicles, shafts, and bulbs. The absorption process generates a high enough temperature to 
destroy the hair structure and impair hair growth without damaging the delicate pores and 
structure of the skin. 

Since SmariLyte™ is able to scan the skin and identify the exact location of each hair 
follicle, it does not endanger the pigmentation of the skin. As opposed to current similar devices, 
SmariLyte™ does not need to target a large area at a time; the laser beam need only be narrow 
enough to destroy one single follicle at a time. Although hundreds of follicles would have to be 
neutralized individually, the computer vision system will greatly expedite this process. 

None of the current hair removal systems can claim permanent hair removal. Although 
some hairs may be permanently destroyed following existing laser therapy, most systems require 
multiple treatments to achieve permanent results. Successive treatments increase the number of 
hairs permanently destroyed and can also result in finer and lighter residual hairs. The 
SmariLyte™ system will permanently eliminate hair re-growth in one to two sessions. 

LFN's product can be regulated to remove unwanted hair for a short period of time as 
well. This is particularly useful for some customers. For example, the product can be extended 
to other markets like male nose and ear hair removal, acne treatment, and tattoo removal. 



3. Engineering and Product Development 



The core competency of our business is to integrate laser and computer vision in a device 
that optimizes the speed and quality of hair removal. 

• There are currently six popular ways to remove hair: wax, shaving, creams, electrolysis, 
thermolysis, and laser. However, the first three procedures are non-permanent; electrolysis and 
thermolysis are both painful. Current advancements in laser technology provide customers with 
the best results, but the money and time that such a procedure entails dissuades many potential 
customers from abandoning the aforementioned traditional methods. Products in the market 
such as Epilight™, Epitouch™, Epilaser™, and LightSheer™ remove hair by projecting a laser 
onto whole sections of the skin, and taking a considerable amount of time to clear a small area. 
These technologies are patented and FDA-approved, ensuring that our product will not incur any 
health hazards. 

The SmariLyte's Alexandrite laser selectively targets the melanin contained in hair follicles. 
By carefully matching pulse duration and energy input to the diameter of the desired target, the 
long pulse Alexandrite laser neutralizes the hair follicle and leaves the surrounding skin 
unaffected. 

A significant portion of the R&D resources will be allocated towards the development of a 
sophisticated software package that implements the computer vision algorithms. As computer 
vision technology advances, our product must be upgraded accordingly. After the coding is 
complete, the SmartLyte™ technology will be rigorously tested with the Alexandrite laser and 
the robotic arm to ensure product reliability. 

The R&D Division will be focused on refining current laser technologies and ensuring that 
the LFN has already spent a considerable amount of time researching the computer vision-based 
software and hardware. Once SmartLyte™ penetrates the mainstream market, the R&D Division 
will dedicate efforts towards making products more compact and versatile. R&D will work 
jointly with Marketing in order to understand and implement any changes in customer needs. 
Other services that we hope to provide in the future include vascular lesion removal and acne 
scar treatment. 

Presently our Technical Director, Laser Guy from MIT, is supervising our research. He 
will continue in this capacity for at least the next five years. Having been the researcher involved 
with all our activities to this point, he is well qualified to continue our research efforts. 




Most of the people wfin will consider a permanent hair-removal solution like LFN are 

- 

? women from medium and highly urbanized areas, domestic and abroad- In the US, about 20% 
of the 120 Million women in such areas would consider LFN. Thus the US market alone is at 

pi least 25 Million women. The reason why a solution like LFN would be convenient is that the 
average woman spends around 30 hours and $50 a year in hair removal in one way or another. At 

O $300, LFN would be a very attractive substitute. 

We foresee that machine costs will be $80,000 per machine in parts, labor, and 
distribution costs. Since in average such a machine would be able to service an average of 1,200 
women a year (at 3 hours and $300 a session), a machine would be able to pay for itself (and the 
cost of operation and location) in less than a year. The business of LFN promises to be very 
profitable, having an after-tax profit per machine of $0.5 Million for the total life of the machine. 

LFN Inc. will pursue a market penetration strategy in two stages: individual machine 
sales and leases, and own franchise operation. LFN will push for a 20:1 ratio of machine 
operated by independent operators to machines in LFN-operated franchises. After four years of 
operations, yearly sales will hit around $50 Million (15% of which will be destined to servicing 



and training). Because margins are high, a yearly net margin of $7 Million is expected. 
[See Projection of Sales, Costs, and Profits] 
4.1 Funding and Leverage Strategy 

The initial funding for LFN will be provided by the partners of Group Five and their families. 
As projected in the cash flows (see attached statements), the start-up would quickly run out of 
cash if not funded by a venture capital partner in its first stage. In the first year LFN needs will 
be in excess of $4 Million. The second stage of LFN (year 2) will proceed after positive market 
reaction has been observed. A strong marketing campaign will be implemented. In fact, for the 
first three years marketing and customer care will take first place in LFN expenditures. Capital 
needs for the second stage will be approximately $20 Million. Such funds will be initially 
provided by the same or another venture partner. However, pending on market conditions, this 
will be the year that LFN goes public. LFN will need a strong capital inflow in order to grow 
and get the momentum it requires. 

Projections indicate that LFN will have a third and last year of extra external funds required. 
We believe, however, that by this time LFN will have gained a more economic access to the debt 
markets. Thus, LFN will borrow at this stage. From the fourth year on LFN will be running 
positive balances. LFN will try to achieve and maintain a 40% leverage ratio (40% debt to 
market, or alternatively, a 60% Debt-to-Equity ratio). 

The per-stage progression of LFN ownership follows: 
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5. Manufacturing Plan 



5.1 Core Manufacturing Capabilities and Processes 

Manufacturing methods will be simplified due to the small numbers of components that con- 
stitute our product. A physical plant will be established at our headquarters to perform the 
assembly of the components in a cell-type environment. Our main supplier of laser component 
parts will be Candela Corporation of Wayland, MA. In the event that they are not able to ship 
according to our specifications, our secondary supplier will be Cynosure Incorporated, located in 
Bedford, MA. These parts will be shipped to us by motor freight. 

By breaking down the assembly process into four major components (laser, computer 
vision, software, and robotic arm) we can greatly reduce labor costs/time. We are outsourcing the 
manufacturing process of the laser machine to our primary supplier, Candela Corporation. The 
computer vision to be implemented with technology acquired from the Massachusetts Institute of 
Technology Artificial Intelligence Lab located in Cambridge, MA. The robotic arm/system will 
be assembled in-house. Components for this arm will be obtained from Allied Electronics (TX), 
Lynxmotion (IL), and McMaster-Carr, as they all meet our quality standards. Doing business 
with the three of them will give us better prices and will provide us with backup services in case 
the main supplier of a part is unable to deliver it. The production of the software will not require 
extraordinary additional investments in terms of physical space. Once the first working copy has 
been developed, additional copies will be produced as needed in one of the cells. The computers 
needed to run the software will be supplied by Advanced Cybertech Corporation, a company that 
specializes in custom-made computers used for laboratory applications. This equipment will be 
shipped to us via UPS. Initially, we do not intend to accumulate inventory, as we will be 
manufacturing each unit after an order is placed. 

With this manufacturing system, our labor costs and therefore our production costs will 
be the lowest in the industry. To maintain our advantage we have established lines of 
communication with all of our potential component suppliers. Most importantly we have an 
ongoing relationship with several universities and are actively participating in various studies 
and experiments relating to production methods. Keeping the pace with newly developed 
technology should prove beneficial to the company, as we will always be able to offer the latest 
technology available. 

These machines are also approved by the Food and Drug Administration. All products 
must meet specifications that ensure the consumer's safety in terms of health risks. We do not 



anticipate generating any toxic materials at this time through the manufacturing process of these 
products. However, we will'be closely monitoring all production to determine if any hazardous 
conditions (such as the presence of radiation) are induced. We have contracted with an 
environmental engineering company to advise us on any possible problems as well as solutions 
including the use of radiation badges on the production floor. 



We anticipate the following outlays for this capital equipment: 
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Laser Machine 
Computer 
Software copy 
Robotic arm 
Safety Devices 



$60,000 
$7,000 
$5,000 
$10,000 
$5,000 



We envision a very simple cell/laboratory in our headquarters equipped with the basic 
research equipment we need. This will reduce the overall cost of the machine, as well as its 
weight and space needed to operate it. Since commercial space (square feet) is expensive, our 
customers will appreciate having to use less space to accommodate the new machine 



5.2 Distribution/Shipping 
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The distribution channels for the LFN technologies are as shown in Figure 1. More than 
90% of the equipment/software packages will be delivered to spas and beauty salons through 



wholesalers, with the remainder being delivered directly to hospitals, clinics, and dermatology 
labs; storage and delivery are covered by the federal regulations, which ensure practical 
standards for the supply and quality control of medical equipment. 

LFN will have sales offices around the globe. To cater to the requirements of each of our 
clientele, our company will have sales offices with trained technicians operating in all major 
metropolitan areas. The sales requirements can be consolidated to our main branch in 
Cambridge, MA and be forwarded to the plants, or can be sent directly to the plants from the 
sales office. The pricing of the products is done based on the base pricing available from our 
headquarters and the cost of production. Produced goods are sent to the warehouse, or the 
customer, or the sales office. LFN will use an ORACLE database tailored to meet our individual 
needs in automating these procedures and various other related operations. 

The system is comprised of modules for the following: 

• Order processing 

• Costing 

• Inventory management 

• Packaging 

• Loading 

• Shipping 

• Billing 

• Payment collection 

The system runs in the all domestic and international offices of LFN. 

Initially , LFN's product will be sold in health spas and beauty clinics in urban areas in 
the US which have viable market potential and a significant middle to upperclass population who 
would would be willing to finance treatments in clinics. 

LFN plans to employ regional sales managers and engage independent brand 
representatives to solicit, supervise and otherwise market the product. The Company will employ 
one regional sales manager and plans to contract with several other independent sales 



representatives at health clinics like SpaThira. 

6 Sales and Marketing 

Women constitute more than half of the U.S. population. Appendix x summarizes the 
response of a survey conducted by our company. This data, along with market research 
conducted by competing firms, suggests that at least 20% of women (25 million) would consider 
permanent hair removal by the year 2002, provided procedures are safe, painless and cost- 
effective. At an average of $400 spent per treatment, these 25 million women size the market at 
$10 billion in the U.S. alone. Out of these 25 million women, at least 5 million would consider 
laser treatments over other alternatives, generating $2 billion in revenues. Based on population 
growth estimates provided by the U.S. Census Bureau, this market is expected to grow at nearly 
0.5% per year. If we consider international markets, particularly in industrialized and emerging 
markets, the expected number of women who would consider permanent hair removal treatment 
exceeds 100 million. 

On average, LFN expects that each machine will generate over $1,000,000.00 in revenues 
to each customer over a machine's lifetime (10 years). That means that LFN can expect to 
generate at least $1 in sales for every $10 generated by their customers. The market for laser 
hair removal machines is therefore over $200 million. 

6.1 Competitors 

From a purely competitive standpoint, LFN would be in an enviable position; our state- 
of-the-art artificial intelligence technology would provide the fastest and most cost-effective 
treatment in the market. One of the traditional inconveniences of laser treatments is its 
dependence on human beings to target each follicle. Besides being an arduous, labor-intensive 
job which requires highly skilled personnel, the procedure is prone to errors and requires 
multiple sessions for completion. Costs exceed well over $1000.00 for treatment completion. 
LFN's procedure on the other hand, would cost only $200 per 2-hour session, with an expected 
number of 2 sessions for treatment completion. Machine operators would only need a basic 
training on how to use the machine and how to monitor treatment progress, since our software 
will completely automate the scanning/laser targeting procedure. Table 2 compares LFN to the 



present machine suppliers, and Table 3 shows the pricing estimates for PermaLase, an actual 
service provider that uses laser technology, compared to suggested prices to be offered by LFN. 
The market is still highly fragmented and relatively young because laser suppliers have only 
recently obtained FDA approval. 
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Table 2: Competitive analysis of Sma/tLYTE™ with respect to some of its competitors. 
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O Table 3: Price comparison for treatment of specific body parts. 
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q 6.1 Substitutes 



Every year, about 1 million women in the United States use electrolysis. The pain and 
risks associated with the use of needles has limited the market penetration for such a technology. 
The development of no-needles electrolysis procedures has made this technology much more 
attractive although it still takes longer and many more sessions than lasers. Out of the needle-less 
electrolysis suppliers, Removatron owns 80% of the market. Perhaps the most threatening 
emerging substitute is a company called Permanex, which sells a Q-Tip style applicator that kills 
roots using the skin's biochemistry. The main weakness of this product is that its effectiveness 
depends on the skin's hydration and may be affected by the client's diet, hormone cycle, and 
allergic reactions. Because the system is targeted for residential use, customers end up investing 
over $600. 



6.2 Threat of new entrants 

LFN's expertise in artificial intelligence and computer vision will prevent direct competi- 
tors from copying our approach. In addition, the training provided to our customers will foster 
customer loyalty, establishing entry barriers to new companies trying to enter the market. 
Patenting LFN's technology and methods will prevent other firms from copying our products 
and ensure that LFN will remain at the technological forefront. 
63 Marketing Plan 

6.3.1 Pricing Strategy 

Each machine will be priced at $125,000. This allows businesses to charge $100 per hour 
and have the machine pay for itself in one year, assuming 8 hours of daily operation, 5 days a 
week. This price is comparable to that of other machine vendors in this market. 

6.3.2 Promotion 

LFN will advertise itself aggressively at beauty trade shows and at popular female 
publications such as Glamour, Vogue, and Cosmopolitan. In addition to its advertisements, 
LFN-operated stores will offer discounts and perks to loyal end customers who have 
recommended our services to friends and acquaintances. 

6.4 Sales Plan 

6.4.1 Distribution and penetration 

LFN can sell its machine to dermatologists, beauty salons, spas, and hospitals. In 
addition to the hardware and software, the sales contract will include training, technical support, 
financing, and advertisement through the local media in coordination with LFN's nation-wide 
advertisement network for the first year. Because sessions require less time and less intervention 
of skilled personnel than other methods, more sessions can be scheduled in a single day with 
considerable operating savings for the service provider. Because no needles are involved, as in 
the case of electrolysis, there are no sterilization costs, another source of savings. 

LFN would also operate machines for its own profit and as a way of generating demand. 
Because U.S. customers are willing to pay a premium for convenience, we will package beauty 



salon services and dermatology with our hair removal system. Customers would only need to 
come to one place to fulfill all their beauty needs. LFN operated beauty centers will be located 
at major cities across the U.S. Malls, hospitals, hotels, and spa resorts are the prime target 
locations because of their convenience to customers. We will target those demographic areas 
with the highest number of working women, who would like to spend less of their leisure time 
shaving or waxing their skin. 
6.4.2 Sales force profile and deployment 

Every employee at LFN will be expected to have a general understanding of our product, 
starting with the sales force at our regional offices, all the way up to the CEO. Our sales force 
will also be trained in basic machine repair and troubleshooting, since they must show our 
*P customers that LFN products are reliable, versatile, and easy to use. About half of our sales force 
p will possess technical backgrounds; the remainder will come from the health and beauty 

1=8, 

01 professions. At least one of the representatives assigned for a particular deployment should have 

y more than 2 years of sales experience. Product information will be available to sales and support 

y] representatives on the web, which they can view from their laptop computers. Technology 

ru 

s specialists will also be supplied with tools to make last minute repairs and adjustments to the 
products that will be demonstrated. Sales representatives will be deployed in pairs, one repre- 
H sentative being a medical/aesthetic specialist and the second being a technology specialist. A 
p customer support hotline will also be established, with representatives trained in the same way as 
^ the field representatives. 



7 Board of Directors 

We have also secured the assistance and support of the following business and industry 
experts to guide us in the decision-making. In order to remain abreast in current dermatological 
advances, we have selected the Vice-President of the American Academy of Dermatology as one 
of the members of this board. In addition, we will have Dr. Harold Varmus, NIH Director, as one 
of our advisors. 

The technologies incorporated into our product are currently evolving at a relatively rapid 



pace. We will consult with two members experienced in the fields of lasers and computer vision. 
Dr. James G. Fujimoto from MIT is well known for his research in the area of medical lasers. Dr. 
Berthold Horn has been recognized as one of the top professionals in the computer vision tech- 
nology. They will provide the necessary information that will allow us to succeed and 
revolutionize this market. 

The success of this product is not just based on the technology. We think that, by making 
laser hair removal fashionable in society, an increasing number of people will want to undergo 
the procedure. Thus, we have selected Ms. Anna Wintor, the editor in chief of Vogue, as a 
publicity advisor. Ms. Wintor is well known for her leadership in promoting medical research 
through her popular magazine. 

8 Risks, Liabilities and Regulations 

New medical products have to get approval by the FDA through the Investigational 
Device Exemption (IDE), where a proposal is submitted and a process of trials takes place. This 
process usually takes a substantial amount of time, approximately two years or more. 

For products that use components already tested and used in the health care industry, the 
process through which the FDA grants a license number is called the 510K. In this process, the 
trials are substituted by comparison to existing products. For this kind of process, the FDA has 
become more efficient in granting the licenses. The process takes anywhere from three months to 
a year, usually six months. 

Since Sm<zrzLyte™'s laser and robotic arm components that are already approved by the 
FDA, it will only be necessary for LFN to go through the 510K process, which should take no 
more than one year. 

Along with our machines we must train the operators that will use the aforementioned 
equipment. We also have to include an operator's manual with reference to physicians that will 
be willing to address the personal concerns of the clients. Even though the machine will be FDA- 
approved, it is imperative that LFN has liability insurance. This can be done through any 
commercial broker such as Signa. 

In case of injury caused by malfunction of the device, LFN shall keep an internal record 
of the failures and correct them internally. Only problems that persist will be reported to the 



FDA through the complaints system according to their specifications. 



9 Management Team 

Diego Syrowicz - CEO and President, Sales and Marketing 

Mr. Syrowicz is a master's candidate in Electrical Engineering and Computer Science, 
holding a bachelor's degree in EECS and Management Science at the Massachusetts Institute of 
Technology. He is a founding partner of QuetzalNET, established in November 1995: the first 
internet consulting group of Guatemala, which provided the first and still largest Guatemalan 
information site on the Internet. Prior to his studies at MTT, he founded SYRCO- a private meat 
distribution company targeted towards middle and high-income families in Guatemala City. 

Mr. Syrowicz has extensive work experience in operations research and process engineer- 
ing, including summer internships with Analog Devices, and research positions with the 
Management and Economics Research Center. 

Hernan Mercado-Corujo -- Chief Technology Officer 

Mr. Mercado-Corujo is a bachelor's candidate in the Department of Mechanical 
Engineering who has been involved with the design and manufacture of semiconductor 
equipment with EATON Corporation in Beverly, MA. Mr. Mercado-Corujo has also been 
involved with the design of an experimental apparatus for a NASA's zero-gravity flight. 

Mr. Mercado-Corujo will also be taking special training in the following months in the 
area of robotics. 

Guillermo Oropeza - Corporate Vice President, Sales and Marketing 



Mr. Oropeza, a bachelor's student in Mechanical Engineering at the Massachusetts Insti- 
tute of Technology, has been instrumental in the design and manufacture of consumer products, 
including a coffeemaker re-engineered for Kaurig intended for home users, as well as a virtual 
bike for MIT 's Design and Manufacturing senior design class. 

Ramon L Rodriguez - Corporate Vice President, Research and Development 

Mr. Rodriguez is a master's student in Electrical Engineering at MIT, holding a 
bachelor's degree in E.E. from the same institution. He has held several leadership positions at 
MIT and has experience in Marketing and Product Development with Hewlett Packard, the 
Lawrence Livermore National Laboratory, and the MIT Research Laboratory of Electronics. He 
is a National Science Foundation Minority Graduate Fellow. 

Jonathan K Kisner — Chief Financial Officer, Treasurer 

Mr. Kisner is a bachelor's student in Economics and Mechanical Engineering at the Mas- 
sachusetts Institute of Technology. He has played an active part in the design and manufacture 
of plant machinery for petroleum refineries and has also worked as a technical consultant for 
Bateco S. A. Textile Company in the troubleshooting of factory machinery and efficiency 
control. 

Somak Chattopadhyay -- Chief Operations Officer 

Mr. Chattopadhyay, a bachelor's student in Mechanical Engineering at the Massachusetts 
Institute of Technology with a concentration in Management/Finance, has been involved in many 
ventures in design and manufacturing. Such ventures include an internship with Northwest 
Instruments Systems, Inc. in Richland, WA where he designed an interface, which is patent- 
pending, for a micro-chemical analyzer to assess pollutant concentration in water supplies using 
standardized techniques of photo-spectrometry. 



Mr. Chattopadhyay has also been on the executive board of several organizations on cam- 
pus, where he has overseen the planning and implementation of intercollegiate cultural events 
and forums. He has also been a consultant for the MIT Alumni Association where he helped 
administrators from various parts of campus come up with effective means of fostering alumni to 
alumni ties using technology while increasing monetary support of the Institute. 



